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SUBJECT: SHIPPING DISCRIMINATION - STATUS REPORT 

REP: A. GUATEMALA 4160, B. GUATEMALA 4161, C. EMBASSY MEMO OP 
6/25, D. EMBASSY MEMO OF 6/28, E. STATE 148334 

SUMMARY: DELTA-FLOMERCA AGREEMENT REVIEWED BY COUNCIL OF 
STATE WITH ONLY ADVERSE TESTIMONY PUBLICIZED. FURTHER CON- 
DEMNATIONS OP AGREEMENT ISSUED. APPROVAL OR DISAPPROVAL BY GOG 
STILL NOT MADE. CONGRESS ALSO HAS NOT MOVED FORWARD ON VARIOUS 
SHIPPING LAWS BEFORE IT. FINAL CLARIFICATION SHIPPING REGIME 
HERE REMAINS A VERY DISTANT PROSPECT. END SUMMARY. 

1. SINCE LAST STATUS REPORT (REP A), CONSIDERATION OF DELTA- 
FLOMERCA AGREEMENT SHIFTED BY MINISTRY OF ECONOMY TO COUNCIL 
OF STATE FOR LATTER’S REVIEW AND OPINION. IN HEARINGS HELD, 
FLOMERCA PRESIDENT MARTINEZ DEL ROSAL REHEARSED NOW STANDARD 
ACCOUNT OF PRESSURES BROUGHT TO BEAR BY DELTA, EMBASSY, AND 
OTHER ELEMENTS OF US GOVERNMENT - ALSO HE ADDIED BY VARIOUS 
UNNAMED BUSINESS ORGANIZATIONS IN GUATEMALA. AGREEMENT CON- 
CLUDED WOULD SHIPT PATTERN OF TRADE CARRIED BY FLOMERCA 
AND DELTA; ACCORDING TO MARTINEZ DEL ROSAL, FLOMERCA NOW 
HANDLES 6HPERCENT TRADE BETWEEN US AND GUATEMALA, DELTA 
1 1 PERCENT - PERCENTAGES WOULD BE REVERSED UNDER AGREE- 
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MENT. CONTINUING HIS MISREPRESENTATION OF FACTS, MARTINEZ 
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DEL ROSAL CLAIMED ENTIRE DIRECTORSHIP OE ELOMERCA OPPOSED 
SIGNING AGREEMENT EROM VERY BEGINNING. LATER MENTIONED 
THAT AGREEMENT WAS "PARTIALLY APPROVED" BY PRESIDENT 
LAUGERUD BUT THAT APPROVAL NOW SUSPENDED. 

2. COUNCIL OE STATE ALSO HEARD ELOMERCA VICE PRESIDENT 
PERATI 

, WHO SUPPORTS AGREEMENT, BUT NO NEWS PUBLISHED 
ON HIS REPRESENTATIONS. COUNCIL OE STATE WAS TO ISSUE 
OPINION ON AGREEMENT IN MID- JUNE BUT NOW ACCORDING TO 
MINISTER OE ECONOMY PALOMO, MAY NOT PREPARE RULING UNTIL 
MID-JULY. 

3. MATTER THEN RETURNS TO MINISTRY OE ECONOMY. ACCORDING 
TO DELTA REPRESENTATIVE HERE, UNDP SHPPING SPECIALIST 
WHOM PALOMO PREVIOUSLY HAD STATED IT WOUDL BE CALLING IN 
EOR ADVICE ON AGREEMENT (CAPT. ENRIQUE LUIS DIAS OE 
TRANSMAR), HAS APPEARED, REVIEWED AGREEMENT AND FOUND NO 
MAJOR DISADVANTAGES IN IT. NO PUBLICITY GIVEN THIS 
EINDING. 

4. EXCEPTION TAKEN BY SEA-LAND TO DELTA-ELOMERCA AGREEMENT 
BEFORE EMC (REF. E) HAS GOTTEN INTO PRESS. SEA-LAND'S 
CHARGE THAT AGREEMENT WOULD LEAD TO MONOPOLY OVER US/ 
GUATEMALA TRADE AND HIGHER FREIGHT RATES ECHOED VARIOUS 
PREVIOUS GUATEMALAN CHARGES. 

5. OTHER COMMENTS ON DELTA-ELOMERCA AGREEMENT HAVE BEEN 
RELEASED. ECONOMICS FACULTY OF SAN CARLOS UNIVERSITY 
ISSUED LONG CONDEMNATION, ACCUSING US OE BLACKMAIL AND 
ECONOMIC AGRESSION. SAN CARLOS ECONOMISTS DEEENDED 
DECREE 41-71 AS MILD PROTECTIONIST ACT. GOVERNMENT CALLED 
UPON TO DISAPPROVE AGREEMENT, BUILD UP ELOMERCA ELEET SO 
IT WON'T HAVE TO SEEK ASSOCIATION WITH EOREIGN LINES, 

AND BRING IT UNDER TIGHTER GOVERNEMENT CONTROL SO AGREE- 
MENTS DAMAGING TO NATIONAL SOVEREIGNTY WOULD NOT BE CON- 
TRACTED. IN CHARGE THAT IBERIA AIRLINES HAD FORCED 
AVIATECA INTO DISADVANTAGEOUS AGREEMENT, PR CONGRESSMAN 
CRUZ SALAZAR SUGGESTED PARALLES WITH DELTA-FLOMERCA CASE 
AND CALLED EOR FURTHER CONGRESSIONAL INVESTIATION. 
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EVEN CHRISTIAN DEMOCRATIC LEADER DE LEON SCHLOTTER, IN 
HIS TESTIMONY IN WASHINGTON BEEORE HOUSE SUBCOMMITTEE 
ON INTERNATIONAL RELATIONS, CONDEMNED DELTA-FLOMERCA 
AGREEMENT. 

6. WITH REGARD TO SHIPPING LEGISLATION NOW IN CONGRESS, 

THERE APPARENTLY HAS BEEN LITTLE EURTHER CONSIDERATION 
AS CONGRESSMEN HAVE BEEN INVOLVED IN MUNICIPAL ELECTIONS 
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AND THEN ELECTION OE PRESIDENT OE CONGRESS. ACCORDING 
PALOMO, SHIPPING BILLS WILL RPOBABLY NOT BE GIVEN HIGH 
PRIORITY BY CONGRESS WHEN IT RECONVENES. NO ANNOUNCEMENT 
MADE OF SUBMISSION OF YET ANOTHER DRAFT LAW, AN AMALGAM 
OF DECREE 41-71, YURRITA BILL, AND EERNANDEZ BILL (REF C). 

MOR HAS THERE BEEN ANY EURHTER AGITATION FOR THE PASSAGE 
OE THE YURRITA BILL (REF D). 

7. ACCORDING TO LOCAL SHIPPING SOURCES, EERNANDEZ 

BILL MAY BE REVISED WOMEHWAT TO RENDER IT MORE ATTRACTIVE 
OE CONGRESSIONAL SUPOORT. DIVISION OP PROCEEDS FROM 
MARITIME TAX BETWEEN LOANS FOR RECONSTRUCTION AND LOANS 
TO PLOMERCA MAY BE SHIPT FROM 75-25 TO 50-50,AND 
LOANS FOR RECONSTRUCTION MAY GO TO ASSIST IN THE REHABI- 
LITATION OP PUERTO BARRIOS. PRESIDENT LAUGERUD REPORTEDLY 
IS AGAINST ANY ALLOCATION OP PROCEEDS TO LOANS TO TWO 
PRIVATE LINES. SUPPORT OP INEAS MARITIMAS GUATMALTECAS 
- PARTIALLY OWNED BY PLOUR MILL INTERESTS - MAY BE SOUGHT 
BY EXEMPTING FROM MARITIME TAX IMPORTS OP WHEAT (AS WELL 
AS PETROLEUM AND CENTRAL AMERICAN PRODUCTS). ASSOCIATION 
OP LOCAL SHIPPING AGENTS FOR FOREIGN LINES HAS BEEN MOVED 
TO ACT IN PAVOR OF FERNANDEZ BILL, BUT ORGANIZATION CAN 
ONLY WORK BEHIND SCENES. 

8. DESPITE POREGOING, IT GENERALLY CAN BE SAID THE MORE 
NATIONALISTIC, MORE STATIST YURRITA BILL STILL MORE AT- 
TRACTIVE TO CONGRESSIONAL, OTHR OPINION IN PRESENT AT- 
MOSPHERE OP CONTINUING EMOTIONAL, OPTEN UNINPORMED CHARES 
RE SHIPPING REGIME. WHEN HOWEVER A SHIPPING LAW 

WILL EMERGE PROM CONGRESS IS STILL UNCLEAR. 

ANDREWS 
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